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inpatient hospital Services Detailed descriptionof Reimbursement 

A. SWING-BEDFORNURSINGFACILITY(NF) 

1. Reimbursementto Hospitals. 

Reimbursement to hospitals for the provision of NF services to apatient in a swing
bed shall be made at the estimated statewide average rate per patient day for NF 
services. 

2. Establishment of the Estimated Statewide Average Rate per Patient Day. 

See attachment 4.19-D. 

3. AncillaryServices. 

ReimbursementtohospitalsforancillaryservicesprovidedtoMaineCare-eligible 
membersstaying in swing-bedswill be in accordancewiththesePrinciplesof 
Reimbursement. 

6.  HOSPITALINPATIENTSERVICES 

Aggregate payments to hospitals shall not exceed federal upper limits as specified 42 
CFR 447.272 

1. PROSPECTIVE PAYMENTSINTERIM 

a. Acute Care Hospitals 

Prospectivereimbursement for non-criticalaccess hospital inpatientservicesis 
made at the lower of the Target Amount Computation (TAC), or cost, or charges, 
ascomputed in accordancewiththeTax Equity And Fiscal ResponsibilityAct 
(TEFRA), exceptasstatedbelowplusaDSHadjustmentpayment for eligible 
hospitals. 

Prospective reimbursement for licensed critical access hospital inpatient services 
shall equal the sum of: 

Total Inpatient Costs + Inpatient ProfessionalOperating Costs for the 
ComponentforHospitalBasedPhysicianServices + InpatientCostsfor 
Durable Medical Equipment and Supplies Minus Inpatient Third Party Liability 
Payments. 

All calculations must be made in accordance with TEFRA, except as stated below, 
plus a DSH adjustment payment for eligible hospitals. 
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i. MaineCareMembers awaiating PlacementataNF 

aa. Reimbursement for Patients awaiting Placement at a NF 

Reimbursementhospitals for services Careto provided to Maine 
members awaiting placement at Nursing Facilities (NF's) shall be made 
prospectively at the estimated statewide averagerate per patient day for 
NF services. At the time of audit by the Department of Human Services, 
The Department's final settlement will be based on the actual statewide 
average rate for NF services (whichever is applicable) for the period of 
time when services were rendered. 

bb.Establishmentof prospective EstimatedStatewide average RatePer 
Patient day. 

See Attachment4.19-D. 

cc. Determination of The Actual average Statewide Rate Per Patient day. 

The actual average statewide rate per patient day shall be computed at 
the time of audit, based on the simple average of the NF rate (whichever 
is applicable) per patient day for the applicable State fiscal year(years) 
and prorated for a hospital's fiscal year. 

ii. Calculation of Maine Care prospective Interim payments (PIP) 

Acutecarehospitalsshallbepaid on aprospectivepaymentbasisinaccordancewiththe 
Medicare Principles of Reimbursement. 

The Department of Human Services' totalannual prospective obligation to the 
hospitalsshallbethe TEFRA, Inpatientcomputedamountasdescribed 
below. In addition, a disproportionate share hospital (DSH) adjustment shall 
beapplied to the PIP ifthehospitalisaDSHeligiblehospital.The 
Department of HumanServiceswillpayeachparticipatingMaineCare 
hospital provider an annual total, as described here, for services provided to 
persons covered by the Maine Care program and certain maternal and child 
health programs of the Department. The Department will make equal weekly 
paymentsduringthecourseofthepaymentyearconsistentwith the total 
annual obligation. 

The following components are summed for the non-DSH (TEFRA) portion of 
PIP: Inpatient + NF days awaiting placement = TOTAL tefra (non-DSH). 
All data for these calculations are from the most recent hospital fiscal year 
end Medicare costreport as filed with DHS Divisionof Audit. 
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aa.InpatientComponent: 

For purposes of this subsection, a Maine Care discharge for the most recently 
completed year is one with a dischargedate occurring within thefiscal year and 
submitted prior to the end of the fifth month succeeding the FYE date. Total 
inpatient costs charges those withoperating and are associated these 
discharges. 

Non Critical Access Hospitals 

The lowest of: 

1. ThenumberofMaineCaredischargesfrom the mostrecently 
completed year multiplied times the prospective TEFRA target amount per 
dischargefortheyear in whichthePIP is effective.Thefollowing 
adjustments then Care's ofare made: (1) Maine shareprogram 
excludablesadded, (2) Maine shareis Care's of Hospital Based 
PhysiciansandGraduateMedicalEducationcostsisadded,and (3) 
Inpatient third party liability payments are subtracted. 

2. TheTotalInpatientOperatingcostsnetofexcludablesfromthe 
most recently completed year inflated forward two years to current year 
utilizingtheeconomictrendfactorfromthemostrecent edition ofthe 

Care Review" following"Health Cost from dri/mcgraw-hill The 
adjustments then Care's ofare made: (1) Maine shareprogram 

is Care's of Basedexcludablesadded, (2) Maine shareHospital 

PhysiciansandGraduateMedicalEducationcostsisadded,and (3) 

Inpatient third party liability payments are subtracted. 


3. TheTotalInpatientCharges net ofthirdparty liability payments. 

Licensed Critical Access Hospital 


The Total InpatientOperatingcostsfromthemostrecentlycompleted 

yearinflatedforward two years to currentyearutilizingtheeconomic 

trendfactorfromthemostrecentedition of the "Health Care Cost 

Review"from DRi/McGraw-Hill. Tothisproductisadded, (1) Maine 

Care'sshareofInpatientHospitalBasedPhysiciansandGraduate 

MedicalEducationcosts, (2) Inpatientdurablemedicalequipmentand 

supplies costs. Inpatient third partyliability payments are subtracted. 


bb. NF Days Awaiting Placement Component 
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The number of nursing facility census days at the hospital multiplied times 
the statewide average NF rate per day. 

b. Psychiatric Hospitals 

Psychiatric hospitals shall be paid weekly prospective interim payments based on 
the Department‘s best estimates of the total annual obligation to the hospital. The 
Department’s total annual obligation shall be computed based on the hospital’s 
negotiated rate. The negotiated rate shall be greater than or equal to eighty-five 
(85) percent but not more than ninety-five(95) percent of the hospital’susual and 
customary charges. 

C. MAINE INTERIM ADJUSTMENT ACUTE ANDCARE VOLUME FOR CARE 
PSYCHIATRIC HOSPITALS 

Maine Care claimsdatasubmitted in thefirst 150 days of thehospital’spayment 

year, shall be analyzed to determine the accuracy of the prospective volume data 

utilized in thePIPcalculation. If thereisadeviationofatleastfive (5) percent 

betweentheactualMaineCareinpatientvolumeandprospectiveMaineCare 

inpatient volume, an adjustment may be made to the PIP utilizing the actual volume 

data. 


- MAINE CARE YEAR END RECONCILIATIOND. 

1. Acute Care Hospitals 

Fiscal year end reconciliation shallbe accomplished forall hospitals in accordance 
with the MEDICARE Principles of Reimbursement. 

TheDepartmentofHumanServiceswillpayeachparticipatingMaineCare 
hospital provider an annual total which when reconciled to the annual PIP shall 
show an overpayment by the Maine Care Program to the hospital provider oran 
underpaymentby the Maine Care Program to the hospital provider. 

For an overpayment, the hospital shall reimburse the Departmentfor the excess 
payments; and, for an underpayment, the Department shall remit the amount of 
the underpaymenttothehospital in alumpsumpayment. In eithercase,the 
payment shall be made within30 days of the letter notifying the 
provider of theresultsoftheyear endreconciliation. If morethan oneyear is 
completed in thesameproceeding,theamountsmaybesummedornetted 
together as applicable. 

The calculation of the total annual obligation to the hospitals shall use the same 
methodology as that used in the determination of Prospective Interim Payments. 
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However,calculationsshallbebasedonthehospital’sas filed costreportand 
financial statements. 

2. PsychiatricHospitals 

The Department‘s total annual obligation shallbe computed basedon the 
hospital’s negotiated rate. The negotiated rate be greater than or equal to 
eighty-five (85) percent but not more than ninety-five(95) percent of the hospital’s 
usual and customary charges. Calculations shall be based the hospital’s as filed 
cost report and financial statements. 

E.MAINECAREFINALAUDITSETTLEMENT 

1. AcuteCareHospital 

The final audit settlement shall be in accordance with the Medicare Principles of 
Reimbursement, and cost settled with the hospitalsupon receipt of the audit from 
the Medicarefiscal intermediary. 

2. PsychiatricCareHospital 

The Department‘s final auditsettlementofthetotalannualobligationshallbe 
computed based on the hospital’s negotiated rate. The negotiated rate shall be 
greater than or equal to eighty(85) percent but not more than ninety(95) percent 
of the hospital’s usual and customary charges. Calculations be based on the 
hospital’s audited cost report and financial statements. 

F. DISPROPORTIONATESHAREHOSPITALS(DSH) 

A psychiatric care hospital having a Maine Care inpatient utilization rate (based 
on charges)whichequals 1% orgreaterwillbedefinedasadisproportionate 
share hospital. 

the criteriaAny hospital meeting minimum below will be defineda 
disproportionate share hospital: 

i. 	 The hospital must (a) haveaMaineCareinpatientutilization rate atleast 
one standard deviation above the mean Maine Care inpatient utilization 
rate 
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for hospitals receiving Maine Care payments in the state (as defined in 
Section1923(b)( 1)(A) oftheSocialSecurityAct),or (b) havealow
income inpatient utilization rate (as defined in Section 1923 (b)(l)(B) of 
the Social Security Act) exceeding25%; and 

ii. 	 Thehospitalmusthaveatleast two obstetricianswithstaffprivilegesat 
the hospital who have agreed to provide obstetric services to individuals 
entitled to such services under a State Maine Care plan.In the case of a 
hospital located in a rural area (that is, an area outside of a Metropolitan 
Statistical Area, as defined by the Executive Office of Management and 

the "obstetrician" withBudget), term includes any physician staff 
privileges at the hospital to perform non-emergency obstetric procedures. 

iii.Theobstetricrelatedcriteriainsubsection2above,donotapplyto 
hospitals in which the inpatients are predominately individuals under 18 
years of age, or to hospitals which did not offer non-emergency obstetric 
services as of December21, 1987. 

iv.Forpurposesofdeterminingwhetherahospitalisadisproportionate 
share hospital in a payment year, the Department will use data from the 
hospital's Medicare as-filed cost report for the same period to apply the 
"standard deviation" test of subsection 1(a) above and draw charge data 
fromthatperiod to applythe"25%"testsand "1%" testswithinthis 
section. If at the time of final audit the as-filed cost reports prove to be 
inaccurate to thedegreethatahospital'sdisproportionatesharestatus 
changes, adjustments willbe made at that time. 

1. PROSPECTIVEDSHADJUSTMENTPAYMENTS 

a. PsychiatricHospitals 

In establishingprospectiveadjustmentpayments to apsychiatriccare 
hospital (excluding State run facilities), the Department will rely upondata 
fromthepaymentyear two yearsprior to thecurrentpaymentyearto 
determine the prospective adjustment payments to the hospital. 

If the data shows that a psychiatric care hospital has met the criteria which 
describesadisproportionateshare hospital andthat the hospital hasa 
MaineCareutilizationrate,basedoninpatientdaysofonepercentas 
defined in Chapter II Section45.01-9(1)(c), it shall be reimbursed 
prospectively at arate equal to that set forth in C(1)(a) or (b) of this section, 
plusanadditionalpaymentforservicesprovidedto patients eligible for 
medical assistance under the approved Title XIX and Title XXI State plan 
and services providedto low-income patients. Effective for dates of services 

~~ ~ 
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on or after July 1, 1998, the prospective DSH paymentwill be adjustedto the 
State fiscal year budgeted amount. 

The Maine Care utilizationrate (MUR) formula, based on patient days, shall 
be computed as: 

MUR % = 100 X M/T 

M = Hospital’s number of inpatient days attributable to patients who 

for these days were eligible for Medical Assistance under the State 

Plan. 

T = Hospital’s total inpatient days 


In calculating the Maine Care inpatient utilizationrate (MUR), the State shall 
newborn days in specialized administrativelyinclude days, wards, 


necessary days,and days attributable to individualseligible for Maine Care 

in another State. The State shall not include, however, days attributable to 

MaineCarepatientsbetween 21 and 65 years of ageinInstitutionsfor 

Mental Disease (IMDs). 


b. Acute Care Hospitals 

Hospitals which qualify as a disproportionate share acute care hospital will 

receivetheestimateddisproportionateshareadjustment,whichshallbe 

limited to the lesser of: 


a.Thedisproportionatehospitaladjustmentpaymentwhichshallbecomposedof 
the actual cost of services, furnished to Maine Care patients, plus the cost of 
services, provided to uninsured patients (those who have no health insurance 
or other third party resources which applyto the service for which treatment is 
sought), less the amountof payments made by those patients, or 

hospital payment the asb. 	 the disproportionate adjustment duehospital, 
prescribedunderthestatewideaggregatedisproportionateshare hospital 
payment cap established by the Centersfor Medicare and Maine Care Services 
(CMS).TheaggregatecapincludesDSHpayments made to all acutecare 
facilitiesand all institutesformentaldiseases. Total DSHpaymentscannot 
exceed the aggregate cap established by the Centers for Medicare and Maine 
Care Services. If theDepartment,determinesthataggregatepayments,as 
calculated under (a), would exceedthe cap established by CMS, payments will 
be determined as follows: 

i. 	 ForhospitalsdesignatedasInstitutionsforMentalDisease,thecostof 
services providedto Maine Care patients, less non DSH payments made by 
the State, plus the cost of services providedto uninsured patients, less any 
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cash payments made by them, or 

ii. 	 For all other disproportionate share acute care services provided, all DSH 
paymentswillbeproportionatelyreduced,according to theaggregate 
amount established by CMS and determined to be available by the State. 
The original DSH payment percentage determined for each hospital would 
be appliedto the total aggregate DSH payment amount(cap) available. 

2. FINALRECONCILIATIONDSHADJUSTMENT 

At timethe of final reconciliationanyhospitalthat is determined to bea 
disproportionate share hospital shall be reimbursed at the amount describedin (6) of 
these allowances plus an additional DSH payment that shall be limited to the lesser 
of: 

a. 	 The actual costofacutecareservices,provided to MaineCarepatients,plus 
the cost of services, provided to uninsured patients (those who have no health 
insurance or other third party resources which apply to the service for which 
treatment is sought), less the amount of payments madeby those patients, or 

b. the disproportionate hospital payment due the hospital, as prescribed under the 
statewide aggregate disproportionate share hospital payment cap established 
bytheCenters for MedicareandMaineCareServices.Theaggregatecap 
includes DSH payments made to all acute care facilities and all institutes for 
mentaldiseases.TotalDSHpaymentscannotexceedtheaggregatecap 
establishedbytheCenters for MedicareandMaineCareServices. If the 
Department,determinesthataggregatepayments, as calculatedunder(a), 
wouldexceedthecapestablishedby CMS, paymentswill be determinedas 
follows: 

i. 	 ForhospitalsdesignatedasInstitutions for MentalDisease, the costof 
servicesprovidedtoMaineCarepatientsplusthecost of services 
providedtouninsuredpatients,lessthetotal of non-DSHpayments 
made by theStateplusanypaymentsmadebyuninsuredpatients. 
Paymentswill be madetoState run facilitiesfirst.RemainingDSH 
paymentswill be proportionatelyreduced,according to the aggregate 
amount established by CMS basedon the CMS cap rate for Institutions 
for Mental Disease; or 

ii. 	 For all other disproportionate share acute care services provided, all DSH 
paymentswill be proportionatelyreduced,according to theaggregate 
amount established by CMS and determinedto be available by the State. 
The original DSH payment percentage determinedfor each hospital would 
be appliedto the total aggregate DSH payment amount(cap) available. 
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3. FINALAUDITDSHADJUSTMENTS 

At the time of final audit any hospital that has been determined or redetermined to 
be a disproportionate share hospital shallbe reimbursed at the amount described in 
(B) of these allowances, plus an additional DSH payment that shall not exceed the 
lesser of: 

a.Theactual cost ofservices,furnished to MaineCarepatients,plusthecostof 
services, provided to uninsured patients, (those who have no health insurance 
or other third party resources which apply to the service for which treatment is 
sought), less the amount of payments made by those patients,or 

b. the disproportionate hospital payment due the hospital, as prescribed under the 
statewide aggregate disproportionate share hospital payment cap established 
bytheCenters for MedicareandMaineCareServices.Theaggregatecap 
includes DSH payments made to all acute care facilities and all institutes for 
mentaldiseases. Total DSHpaymentscannotexceed the aggregatecap 
establishedbytheCenters for MedicareandMaineCareServices. If the 
Department,determinesthataggregatepayments, as calculatedunder(a), 
wouldexceedthecapestablishedbyCMS,payments will be determined as 
follows: 

i. 	 ForhospitalsdesignatedasInstitutionsforMentalDisease,thecostof 
servicesprovided to MaineCarepatientsplusthecostofservices 
provided to uninsured patients lessthe total of non DSH payments made 
by the State plus payments made by uninsured patients. Payments will 
be made toState run facilitiesfirst.RemainingDSHpaymentswill be 
proportionately reduced, according to the aggregate amount established 
by CMS basedon the CMS rate for Institutions for Mental Disease; or 

ii. 	 For all other disproportionate share acute care services provided, all DSH 
paymentswillbeproportionatelyreduced,accordingto the aggregate 
amount established byCMS and determined to be available by the State. 
The original DSH payment percentage determinedfor each hospital would 
be applied to the total aggregate DSH payment amount(cap) available. 
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State Plan UnderTitle XIX of the Social 
Security Act for State of Maine 

ASSURANCES a n d  RELATED INFORMATION FOR INPATIENT HOSPITAL SERVICES 

A.PAYMENTRATES 

The Maine Medicaid Agency assuresthe Federal Government thatthe payments providedby the 
agency for inpatient hospitalservices complywith Section 1902(a)(l3(A) of the Social Security Act 
and the regulations published under42 CFR Part 447. The Maine Medicaid Agency further 
assures the Federal Government thatthe payment rates for inpatient hospital services are 
reasonable andadequate to meet the costs which must be incurred byefficiently and 

in order to provide care and serviceseconomically operated facilities in conformity with 
applicable State and Federallaws, regulations, and quality and safety standards, isasrequired 
under 42 CFR 447.253(b)(1). 

The Maine Medicaid Agency assurethe Federal Government thatthe payment rates for inpatient 
hospital services are adequate toto assure that members have reasonable access suchservices 
in the Medicaid Program, as is required under42 CFR 447.253(b)(ii)(C). Since the rates provide 
payment which is adequatefor efficientand economically operatedfacilities to meet the needs of 
its residents, all hospitals are expectedto continue providingservices to Medicaid members. The 
levels of reimbursement providedfor under the Rules for criticalaccess hospitals ensure 
continued availability of quality inpatient hospital servicesto Medicaid memberson a statewide 
and geographicbasis. 

Finally, the State assures that payment for inappropriate levelsof care (days awaiting placement) 
is made at the statewide average rate,in accordance with 42 CFR 447.253(b)(1)(ii)(B). 

6. UPPERLIMITS 

The Maine Medicaid Program complieswith theupper limit requirements under42 CFR 
447.253(b)(2). The Medicarerate of increase limit will beapplied on a provider-specific basisfor 
all hospitalsexcept thosewho serve a disproportionate shareof low incomepatients. 

Also theState assures thatthe Maine Medicaid Program complieswith 42 CFR 447.271 by 
will not pay a provider for inpatient hospitalensuring that the agency services morethan the 

provider’s customary chargesto the general publicfor suchservices. 

Further, the State assuresthe agency payment rate will notexceed the upper paymentlimit as 
specified in Section 1923 of the Social Security Act and42 CFR 447.272. 

C. PROVIDERAPPEALS 

The Maine Medicaid Agency assures that is in place, This systema provider appeals system 
provides an appeals procedure which allows individuals providersan opportunity to submit 
additional rates, as specified in 42 
CFR 447.253(c). 
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D. UNIFORM REPORTINGCOST 

The MaineMedicaid Agency assures thata system is in place to provide for the annual filing of 
uniform cost reports byeach participating provider, asrequired under 42 CFR 447.253(d). 

E. AUDITREQUIREMENTS 

The Maine MedicaidAgency assures thata system is in place to providefor periodic auditsof the 
financial and statistical records 42 CFR 447.253(e).of participating providers, as required under 

F. PUBLICNOTICE 

The Maine Medicaid Agency assures that the public notice requirementscited in 42 CFR 447.205 
have been met. 

G. The Medicaid Agencymakes payment for inpatient hospital services in accordance with 42 
CFR 447. 

H. EXCLUDEDCOSTS 

The Medicaidagency assures thatthe costs for the following itemsare not included in the 
payment methodology: 

- Demonstrationprojectsdesigned to assess alternativereimbursementsystems 

- Off-site programspreceptorship 

- Volunteer giftand coffee shops 

- Poisoncontrol centers 

-	 Meals on Wheels programs, expenses of Medical office buildings, rental space, long
term care facilities, and home health programs carenot associated with acute patient 
services. 
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